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TAGS: MASS, LE 

SUBJ: FMS CREDIT TO LEBANON 

1 . LEBANESE MINISTRY OF FINANCE NOW INFORMS US THAT 
INTEREST ON OUR FMS LOANS TO LEBANON IS SUBJECT BY LAW 
TO INCOME TAX. WE HAVE POINTED OUT TO THEM THAT UNDER 
PARAGRAPH 6 F OF THE CREDIT AGREEMENTS WHICH THEY HAVE 
SIGNED " TAXES, LEVIES, IMPOSTS, ETC.", ARE SPECIFICALLY 
EXCLUDED. THEY ( MINISTER AND DIRECTOR GENERAL OF FINANCE) 
UNDERSTAND AND AGREE THAT USG COULD NOT BE HELD 
LIABLE FOR TAX AND CONSEQUENTLY THEY WERE TRYING TO FIND 
WAY OF GET AROUND THE LAW BUT HAD SO FAR NOT BEEN 
SUCCESSFUL. THEY WOUNDERED IF THERE WERE SOME WAY, EITHER 
BY AMENDING THE AGREEMENT OR BY SOME OTHER MEANS, BY 
WHICH USG COULD CHARGE ADDITIONAL AMOUNTS EQUIVALENT TO 
THE TAX WHICH WOULD BE REIMBURSED TO THE LEBANESE GOVERN- 
MENT. IN REPLY, WE MADE CLEAR USG COULD NOT DO ANYTHING 
WHICH WOULD IMPLY LIABILITY FOR THE TAX. HOWEVER, WE 
AGREED AT THEIR REQUEST TO ASK THE DEPT IF IT KNEW FROM 
ITS EXPERIENCE WITH OTHER COUNTRIES OF SOME GIMMICH OF 
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GETTING AROUND THIS PROBLEM. OUR IMPRESSIONS IS THAT SOME 
SORT OF ARRANGEMENT WAS MADE WITH SAUDI ARABIA UNDER 
SIMILAR CIRCUSTANCES. 

2. WOULD BE GRATEFUL FOR DEPARTMENT’ S CONSIDERATION AND 
EARLY REPLY AS GOL ANXIOUS USE CREDIT NOW. 

HOUGHTON 
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